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CZECHOSLOVAKIA

MACHINE INDUSTRY INVESTMENTS FOR SEVENTH FIVE-YEAR PLAN
Pragus INVESTICNI VYSTAVBA in Czech No 10, 1978 pp 313-317
[Article by Eng Jiri Kral)

[Text] The resolution of the presidium of the CSSR government No, 176/1977
dated 25 August 1977 about the long-term program of reconstruction and
modernization of the production base in the machine industry (further RaM)
directs the ministers of metallurgy and heavy engineering (FMHTS) and of
general engineering (FMVS) in cooperation with the deputy premier of the
government and the chairman of the State Planning Commission:

--To process, identify and determine precisely the capital investment
needs to insure implementation of the RaM program in the engineering pro-
duction base in the Seventh and Eighth Five-Year Plan periods in coordina-
tion with the other parts of the plans and in accord with the results of
studies made in the first stage of the RaM program;

==~To build up gradually a uniform and organically linked system of tech-
nological design offices for the preparation of comprehensive innovation

of engineering production processes and for advisory activity in rationali-
zation to be completed by 1986 with a work force of 5,000.

The above institutions in cooperation with the FMTIR and FMZ0 (Federal
Ministry of Foreign Trade) were instructed:

~-~To implement individual tasks for the Seventh and Eighth Five-Year Plan
in the second stage of work on the long-term RaM program comprising the
meeting of needs of capital construction and exports, solving the hitherto
unresolved problems in the areas of capital investment, the work plan and
the material supply of machinery expecially in complementary production
sectors; to demonstrate economic viability by achieving savings in labor,
reduction of material requirements, increasing the production of automated
production processes, increasing the profitability of foreign trade and the
competitiveness of engineering products.
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Content and Concept of Reconstruction and Modernization (RaM)

The objective of the set of RaM actions in the engineering and production
bage is to render production more economical by transition from extensive
to intensive development in the sphere of production, and reduce construc-
tion expenditures to a minimum principally by self-help and eyclusion of
building construction subcontractors.

RaM is a system of technical and organizational measures which, when imple~
mented in a specific production unit, must prove their effectiveness by the
achievement of favorable technical and economic results and increased labor
productivity, The system is designed to resolve problems in manufactures
and enterprises within a short time with a minimum of new building construc-
tion. In principle, the proportion of investment in machinery should consti-
tute or exceed 70 to 80 percent of overall budgetary expenditures (RN).
Excluded from the RaM program are investments intended for the extensive
development of the production base, the construction of new enterprises

and difficult construction projects generally, further investments for the
simple replacement of physically wornout means of production, the construc-
tion of auxiliary production enterprises, service facilities and factory-
wide installations, the replacement of machinery, enlargement of work areas,
ete,

Principles Governing Economic Justification of RaM Actions

Statewide methodological guidelines must be followed when proposing RaM
. actions. Individual actions must aim primarily at:

--resolving labor shortage problems;

~-saving materjals, and

--saving electric power.

These are the principal criteria governing final selection.

Other criteria to be considered include the time of investment repayment,
relative savings achieved in expenditures proper, increase in labor pro-
ductivity, production increase, etc. The data and indicators required to
asgess the usefulness of RaM actions must comply with statewide guidelines
governing capital construction.

Part of the RaM summary forms an outline prepared by the proponent contain-
ing a detailed justification of the principal aims of modernization, a
comprehensive evaluation of the economic effect of the RaM action on the

VHJ as a whole, justification of foreign exchange requirements. potential
liquidation of inefficient manufactures, etc.
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Methodological Procedure for Evaluation and Selection of RaM Actions

in the Engineering Base

The objective is to evaluate RaM actions according to the data submitted
by the VHJ on the basis of objective indicators using computer technology.
By agreement with the FMHTS, distinction is made according to the amount
of construction expenditures between projects falling into the category

nnot exceeding Kes 2 million and those exceeding this amount.

The overall

investment expenditures in both categories are further subject to a iimit
set by the FMHTS,

The input tabulation contained values taken from the base data of individual
VHJ's in the follswing sequence:

Column No.

1.

Y.
10.

11.

First two digits

the second three
digits

the third aumber
INC
INS

INGT
Q0

Ql
VNO
VN1
LO
L1l

LV

IZK

1Z three digit numerical symbol for each
individual action which means:

serial number of VHJ

serial number of action in VHJ

action category

overall budgetary expenditures (in millions Kes)
expenditures for machinery (in millions Kcs)

building construction expenditures (in millions
Kes)

production before RaM in VC (wholesale price)
(in millions Kcs)

production after RaM in VC (in millions Kcs)
expenditures proper before RaM (in millions Kcs)
expenditures proper aiter RaM (in millions Kcs)
number of workers before RaM

number of workers after RaM

number of workers from the KNV (kraj national
committee)

‘

one~-time import of machinery and equipment from
capitalist countries (in millions Kes o.p.)
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one-time import of machinery and equipment from
socialist countries (in millions Kes o.p.)

regular import of raw materials and supplies from
capitalist countries (in millions Kes 0.p.)

regular import of raw materials and supplies from
socialist countries (in millions Kes 0.p.)

export of goods to capitalist countries (in
millions of Kes o0.p.) '

export of goods to socialist countries (in
millions Kes o.p.)

number of production sector

These data are printed by the computer in the form of an input tabulation.

An output tabulation was prepared as the basis for the final evaluation and
selection of RaM actions in which, in accord with the input data, the com-

puter printed for all proposed actions the values 12,0B,INC.INS,INST,Q0,QL,
Lo,LI,LV,I2K,I2S,IMK,IMS,EK,ES and further the following indicators:

1.

2.

DQ=Q1-Q0

- QL _
DVN = VNO o = VNI

. Inc

™ VN

Qo
L0

aL
L1

e
Ll

n
L1

oo
INC

DL=L1-10

QL _
RLALO o5 - L1

production increase (in millions Kes)

relative saving in expenditures proper (in millions
Kes)

investment repayment time (in years)
productivity before RaM (in millions Kcs per worker)
productivity after RaM (in millions Kes per worker)

specific investment expenditures per worker (in
millions Kcs per worker)

production increase per worker (in millions Kes
per worker)

investment efficiency (Kcs/Kes)
absolute saving in labor

relative saving in labor
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In the input tabulation individual actions of each VHJ were arranged ac-
cording to categories and the values INC,INS,INST,QO0,qQ1,DQ,L0,L1,LV,DL,RL,
IZK,128,IMK,IMS,EK and ES were summarized according to categories, VHl's
and the entire ministry.

Further, a partial separate summarization of machine building and metallurgi-
cal VHJ's, etc. was carried out. In addition, a tabulation of all RaM ac-
tions, arranged according to production sector numbers, was prepared which
made it possible to evaluate the fulfillment of the production incresse and
other indicators in selected sectors.

Organizational Implementation of the Action

The RaM program was prepared by the ministry in compliance with the resolution
adopted by the presidium of the government, On order by the FMHTS Kovo-
projekta Praha [Metallurgical Design Bureau Prague] prepared for this ministry
the calculations comprising the evaluation and selection of RaM actions pro-
posed by individual VHJ's, participated in negotiations with VHJ representa-
tives in selection proceedings and prepared the final set of RaM actions to
serve as the basis for consideration by the presidium of the government.

The computer work focused on the processing of VHJ proposals from the view-
point of quality to provide a basis for the evaluation and selection of
actions within the ministry's limits and possibilities on one hand and with
regard to the effectiveness and urgency of the solution from the viewpoint
of modernization of production sectors ani the needs of VH]'s on the other.

This approach represented a certain tura and a transition from quantity
to quality on the basis of criteria reflecting objective conditions.

Results of Evaluation of RaM Actions

Altogether, 11 engineering and three metallurgical VHJI's were included in
the RaM program of the FMHTS. The base data submitted contained a total
of 430 proposals of individual actions. The limiting factor was

-~the financial limit set by the FMHTS as part of the means available for
SZNR and construction projects not exceeding Kecs 2 millicn in budgeted

expenditures;

--proportion of investments in machinery amounting to no less than 70 per-
cent of overall expenditures.

5
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Table 1. Priﬁcipal Indicators of Selected RaM Actions
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Key:
a. Overall number of proposed actions (RN)
b. Approved actions (RN)
Production increase
total RN (output)
d Investment in machinery
* total budgeted expenditures
e. Labor productivity (in Kes per worker)
f. Investment repayment time
5. Names of ViJ's

C.

The proposed actions were evaluated comprehensively in accordance with the
following selected criteria: production increase, relative savings in pro-
duction expenditures, investment repayment time, increase in labor efficiency,
effectiveness of investment, absolute and relative savings in labor, foreign
exchange requirements and other criteria.

In view of the number of evaluated actions and criteria, classification and
calculations were performed by computer. The first tabulation, consisting

of all 430 proposed RaM act..ons divided among individual VHJ's, was used in
the selection process proper. Following evaluation and elimination of about
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100 actions which were not of an RaM nature a second tabulation was prepared
containing data pertaining to 310 selected actions in addition to the sum of
principal indicators for the VHJ ds a unit and the entire FMHTS.

Following the evaluation and final discussion with representatives of the
FMHTS, KPP and individual VHJ's RaM actions in the SZNR category and the
category of building construction projects not exceeding Kcs 2 million RN
were gelected amounting to Kes 3,653,000,000 (engineering VHJ's). Thereby
the Kes, 3,654,000,000 FMHTS limit set for RaM actions was fulfilled by
99.97 percent., The selected actions represent 40 percent of the overall
RN of all submitted proposals.

A different approach was taken to the RaM program in individual VHJ's,
resulting in different degrees of fulfillment of limits. Of engineering
VHI's, for example, the Cs. vagonky [Czechoslovak Freight Car Works] failed
to fulfill the minimum limit (with Kes 5.5 million against the stipulated
sum of Kes 115 million), Skoda Plzen by Kes 450 million and IVTAS by Kes 51
million.

The 220 RaM actions ir engineering and metallurgical VHJ's included in the
limit of the SZNR category and that of building construction projects not
exceeding Kes 2 million RN represent a production increase of Kes 6,868,000,000
or 34 percent. The production increase amounts to an average income of

Kes 1.61 for every crown invested. Actions with RN exceeding the specified
investment limit with an expected production increase of Kes 2,225,000,000
and profitability of Kcs 1.89 were left for further consideration. The
selected RaM actions will increase labor productivity by 37 percent. These
technical and economic advantages are being achieved primarily by internal
shifts of workers, only in rare instances--especially in Slovakia--absolute
increases are planned within the framework of limits allocated by the KNV.
In the Seventh Five-Year Plan the overall shift of labor within the RaM
framework involves 4,040 workers.

Additional data about the effectiveness of actions were entered individually.
Primarily the questions of investment repayment time, relative savings in
expenditures and labor and other criteria must be assessed differently in
applications on production processes (final production) than in actions
involving storage, handling of materials, etc (the nonmanufacturing, other

- than final production sphere). Also the specific evaluation method calls
for the introduction of nominal prices of technology and heavy production
technology.

By applying the above-mentioned set of criteria in the evaluation and final
selection of RaM actions in building construction projects not exceeding

{cs 2 million RN individual VHJ's of the FMHTS achieved results contained
in Table 1.

7
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The table reveals that the program also includes actions whose investment
repayment times are unfavorable on first inspection. But these are actions
necessary to achleve raticnalization of related facilities, specifically of
storage facilities and facilities for the handling of  materials, the recon-
struction of some power resource, etc. Other indicators also must be viewed
in a broader context (profitability, labor productivity).

Table 2. Comparison of the number of actions and their RaM investment
expenditures in individual work stages (in millions Kes)--Seventh Five-Year
Plan (1981~1985)--5ZNR actions not exceeding Kcs 2 million in RN for building
construction projects.
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Key:

a. Serial No.

b. First stage: number of actions; overall RN; of this, building construction
projects;

c. Second stage--proposal:

d. Second stage--approved:

e. Minimum limit

f. Difference in second stage: proposed actions--approved actions; number
of actions; overall RN; limit drawn in percent and RN

g. Proposals exceeding the limit: number of actions; overall RN; construc~
tion projects

h. ‘Overall request: RN; of this construction projects

i. Total for engineering

j« Total for metallurgy

k. Total for FMHTS

1 VHJ, name of enterprise
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Table 3. Summary of all RaM actlons according to VHJ category S2ZNR not
exceeding the Kes 2 million budgetary limit for building construction projects
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Key:

a. Serial No.

b, Within limit: number of actions; INC, total RN;INS RN for machinery;
INST BY £or Luilding construction; QO previous production level, DQ

production increase

¢. In excess of limit: number of actions; INC, total RN;INS RN for machinery;
INST RN for building construction; QO previous production; DQ production

increase
. d. Engineering VHJ
e. Metallurgical VHJ
f. VHJ, names of
g. Total for engineering VHI's
h. Total for metallurgical VHJ's
1. Total for engineering and metallurgical VHJ's

Table 4. Summary of all RaM actions exceeding Kecs
VHJ (in millions Kcs)

2 million RN according to
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- Key: same as in Table 3.
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The number of RaM actiohs and their investment expenditures for individual
work stages of the FMHTS RaM program are summarized in Table 2. The
prineipal budgetary and production indicators of selected actions are
summarized in Tables 3 and 4.

The work performed so far indicates that by completing the second work

stage of the RaM program in cooperation with VHJ's, a qualitative change in
the concept of the entire action and in correlation with the investment plan
has occurred and more realistic condirions were created for the implementation
of this program. 1In order to implement the next stage of the RaM objectives
it will be necessary:

-~To congider the possibility of raising the investment limits of effective
actions which exceed the limit so far;

~-=To tackle the problem of the need for an absolute increase of numbers of
workers from KNV labor resources by internal shifts, especially by the
elimination of inefficlent enterprises;

--To plan for the implementation of adequate technical and design preparation;

-=To use specialized technological work resources for the preparation of
selected RaM actions in accord with resolution No. 176/1977 of the presidium
of the CSSR government;

~=To secure the inclusion of the RaM actions in the implementation plan for
individual years of the Seventh Five-Year Plan.

The entire material was submitted to the FMHTS as a basis for discussion by
the minister's council and for the preparation of a report for discussion
by the presidium of the government. The project prepared by Kovoprojekta
Prague was approved in these proceedings and recommended for application to
condiiions of the FMVS. This will provide for the unification of the data
base for the preparation of the implementation stage of the RaM program in
both enginecering sectors.

COPYRIGHT: SNTL-n.p. Praha 1978
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CZECHOSLOVAKIA

'COMPLEX EXPERIMENT' IN METALLURGY, HEAVY ENGINEERING EVALUATED
. Prague PODNIKOVA ORGANIZACE in Czech No 8, 1978 pp 338-343

[Article by Jaroslav Vaserka, Doctor of Law, deputy minister of
metallurgy and heavy engineering of the CSSR: "Complex Experiment
of Efficiency and Quality Control in Metallurgy and Heavy Engineering")

(Text] The directives for economic and social defelopment of the CSSR
in 1976-1980, approved by the 15th CPCZ Congress, emphasized the need to
develop and further improve the management of the national economy to
make it more instrumental in raising efficiency of the development of
means for a more thorough application of the scientific and technological
progress and socialist economic integration, so that it mobilizes
reserves for that purpose and stimulates higher productivity, better
quality of production and our working people's creative forces and
initiative. That demands most of all that tasks of the plan be further
consolidated, that the planning discipline be intensified on every

level of management, that aconomic incentives be utilized more
efficiently to fulfill plan tasks, and that the organizational system
of the production and technological base be rationalized.

In his report to the 15th CPCZ Congress the premier of the federal
government, Comrade Strougal, stressed that to achieve a higher level of
management, new and better methods of planning as well as comprehensive
material incentives must be more courageously sought, tested and
introduced, and that such measures which are in harmony with the
objectively compelling trends of the further development must be
anforced,

The complex experiment in the control of efficiency and quality, approved

by the decision of the Presidium of the CSSR at the end of last year,

follows those aims. Therefore, the experiment represents an important

step in the area of management of national economy toward implementation of
the conclusions of the 15th CPCZ Congress, aimed at the adoptiva of

methods of planning and management corresponding with the challenging
character of objective problems we must resolve now if we wish to comtinue
making all our activities more efficient and to insure continuous improvement
of our people's standard of living.
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The planning of the complex experiment in metallurgy and heavy

engineering reaches back to the period of gradual implementation of

the conclusions of tha third plenary session of the CPCZ Central

Committee in September 1976 addressed to the tasks and devel opment

of Czechoslovak metallurgy and engineering after the 15th CPCZ Congress.
The joint document of the Presidium of the CPCZ Central Committee and

of the Presidium of the CSSR government dealing with enforcement of
decisions stemming from said meeting has called for vigorous solutions

to long-tenn problems as well as to our current urgent tasks. The
orientation toward a high technological and economic level of production,
toward an increased export capacity and toward better satisfaction

of our domestic market has been consistently linked in this document with
a higher level of control activities in the ministries, economic productim
units and enterprises, and with intensified planning and improved economic
tools. Analogically, material and system measures such as greater
attractiveness of work, reconstruction and modernization of the
production base, elimination of disproportions between capacity potentials
of the finishing sectors and their needs must also be combined when
resolving internal problems of metallurgy and heavy engineering.

In harmony with these directives issued by the highest party and
government organs, numerous measures directed at improving the planned
management are being gradually implemented in metallurgy and heavy
engineering.

Quality, completeness and promptness of fulfilled deliveries are emphasized
especially when raising the responsibility for fulfillment and over-
fulfillment of qualitative tasks of the plan, Particular-attention

is given to deliveries for investment construction and for export
{nvestment units: a specific system of negotiations of suppliers'

and sub-suppliers' contracts was introduced along with a related

system of tasks of the economic plan. An independent cross-sectional
plen of the ministry for the achievement of higher supplier functions
and their statistical review has been enforced. Moreover, the formally
recorded negotiations of supplier-consumer relations also proved
successful in mutual contracts between organizations of the two
engineering ministries. ‘

In addition to measures adopted for the whole industry to upgrade
quality in the industry as a whole, the Federal Ministry of Mettallurgy
and Heavy Engineering has introduced its own specific measures the
purpose of which is to continue the ministry's research in the area

of the integrated system of control of quality and reliability in
selected types of metallurgical and heavy engineering production;
institutes have been established for guidance in the area of control

of quality of products in order to introduce a comprehensive system

of control of quality of products has been prepared, and formations

of quality control are being organizationally completed and their staff
consolidated; and the system of the ministry's planning and management
of innovations is being improved.
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Numerous staps were taken in the system for planning the divisional
structure of production, the scientific-technical development, nodal

and component specialization, preparation and application of international
gocialist integration and priority of supplies for the obligatory
operations of investment construction. Furthermore, the system of

balance was intensified and administrative operations expanded. There

was a substantial expansion of the number of engineering entries for which
divisional and product balance and distribution plans are being assembled
in the economic production units as well as in the ministry. When planning
the divisional structure of production and intensifiying the system

of balance and application of administrative measures, special attention
is given to finishing departments and spare parts.

To achieve the planned employment rate in the required regional
distribution and in the required structure of professions, the

regulation of jobs in selected organizations of the ministry is being
improved in cooperation with other organs; regional balance has been
improved and system provisions have been applied so as to obtain skilled
young workers and to stimulate the interest in the study in professional
and secondary schools and institutes of higher learning. The process

of wage differentiation is systematically controlled and wage systems are
being improved.

To consolidate planned management further, automatic control systems

are gradually being applied and the use of computers is regarded as

a tool of control processes along the management axis: ministry-economic
production unit-enterprise. Variant assessments of the plan, tests

of its comprehensiveness and structures as well as unification of the
information along the line of direct management have been emphasized.

On the enterprise level and in the management within the enterprises

the automatic control system has focused particularly on the technical
preparation for production, operational management of production,
material and technical supplies, work and wages as well as marketing.

These examples indicate a relatively broad scope of measures which the
Federal Ministry of Metallurgy and Heavy Engineering has applied

in its sector in order to intensify, improve and increase efficiency of
the planned management. As a rule these measures are adopted within
the framework of the generally valid principles.

The purpose of the complex experiment of efficiency and quality control
applied since 1 January of this year in selected economic production

units of some industrial branches is to test some new principles

and factors for a possible general application in national economy.
Moreover, in metallurgy and heavy engineering it has significantly
contributed to fulfillment of the conclusions adopted at the third

plenary session of the CPCZ Central Committee, because the targets

of this experiment are in harmony with basic directions of the development
in metallurgy and heavy engineering.
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The effort to use the five~year plan as a basic tool and to link to it
basic tasks, relations and tools stipulated for the 5-year period has been
of extraordinary importance for metallurgy and heavy engineering.

The shift of the gr.vity of obligatory tasks into the f£ive-year period
may positively affect and increase the stability of production programs;
it may result in greater efficiency of the technological development and
modernization of the production base; it may raise efficiency of
aconomic tools. From this point of view the function of allowances

is of particular significance; annual plans may fluctuate within their
framework, and Lf they are met the annual plans are not approved but
metely confirmed. The flexibily interpreted long-term charatter and
stability of the plan demand in particular that the methods determinating
the tasks, limits and norms in the five-year plan be improved; they may
affect favorably the scope and significance of problems whose solution is
concentrated in tha annual operational plans only.

The long-term character and stability of the five-year plan is linked with
another relevant principle applied in the complex experiment, namely, it
is preferable to develop and fulfill a mobilization plan that to

surpass a less demanding plan. Furthermore, the factor of the long-term
application may favorably affect the scheduled implementation of
rationalization programs, because the results already achieved produce
higher resources for funds of material incentives.

Consolidation of the position of economic production units is in harmony

with the trends of further develooment of organizational structure of

the production and technical base. The ministry has already experimented

to some extent with returns to the state budget for economic production

units as one entity by extending credit relations between the bank

and the general administration of the trust, the structure of wage

control for the economic production unit as one entity. This was further
. expanded in conditions of the experiment by the concentration of noninvestment
financial expenditures of science and technology for economic production
units and by the creation of a fund for cultural and social needs in
trusts according to a regulation valid for syndicates and syndicated
enterprises.

The effect of material incentives on increased profitability of
production funds--and with exceptional export commitments particularly
in heavy engineering also the effect of intensified stimulation on
better results in foreign trade--may become evident in the conditions
of metallurgy and heavy engineering which make above-average claims

on production funds and the efficiency of whose development is affected
as a rule by the efficiency in investments.

An integral part of the complex experiment is a more intensive effect
of prices and price ceilings on the stimulation of efficient innovation

of products and on quality of production. Of particular interest will
be the experience gained in the area of planned regulation of the vage
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development; the determination of the norms for the basic component

of wage funds based on the share in performance itself has introduced

into the planned management a new category of values which heretofore

has been outside the workers' interest in the administrative axis.

The effect of this indicator on devalopment of the wage volume will

ba relatively highly intensive and should create considerable

interest in the reduction of material consumption and in the growth

of profitabla production. Also, conversion factars for determining the
real volume of basic wages according to overfulfillment or non-£fulfillment
of the planned volume of output itself diverge distinctly from the
hitherto practice; they may affect favorably the adoption of the
mobilization plan as well as implementation of outher intensifying measures
in the course of fulfillment of the plan,

These examples of new elements fn the planned management which are
applied in the complex experiment and which have far from exhausted all
the new and relevant principles demonstrate that a positive effect of
the tested principles will be of enormous importance to intensive

and efficient development of metallurgical plants and heavy engineering.

In agreement with this information, operations connected with application
and management of the experiment were introduced in the ministry with
utmost responsibility in unusually short time.

First of all, the economic production units within the Federal

Ministry of Metallurgy and Heavy Engineering in which the experiment

is now underway have been very carefully selected. We proceeded from
the fact that this did not concern merely a command of new conditions but
algso that the experimenting economic production units must gradually
serve as an example of modern efficient forms of management in every area.
Sigma, a trust of enterprises in Olomouc, and Secondary Metallurgical
Production, a trust of enterprises in Prague, were chosen by the
administration of the ministry as the economic production units where the
experiment will take place. Several points of view and factors were
considered in the selection. First of all, it was necessary to make

sure that the experiment affects the technological production base in
metallurgy as well as heavy engineering. At the same time, the
transition to a syndicated type of management is scheduled for the Sigma
economic production unit for the near future, while in the Secondary
Metallurgical Productioneconamic production unit such transition is

not anticipated for the near future. This will facilitate tests of new
factors in conditions of a syndicate as well as in conditions of the
trust type of economic production unit. Their hitherto successful fulfillment
of the tasks of the Sixth Five-Year Plan was an important factor. Both
economic production units successfully fulfilled and surpassed thoir
planned tasks for the first 2 years of the Sixth Five-Year Plan and
earned foremost ratings in a comprehensive evaluation of the results
achieved. Progressive modern forms of management have already been
traditionally applied in both economic production units and thus,

also the preconditions in terms of their personnel have been met for
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dealing with tasks connected with implementation of the experiment. From
the viewpoint of the production program the orders for most products in
both economic production units have exceeded current production and
delivery plans, and thus it is in the interest of our soclaty to stimulate

- the most dynamic development possible, and, if the results are positive,
to expand the resources for the development of their production

- capacities as well as the resources to make jobs in the enterprises of
both economic production units more attractive.

Objectively it must be said that the above-mentioned selection also

has its drawbacks, such as the material interest of the experimenting
economic production units in increasing export which is based

on the system of personal and enterprise-wide incentive. While the needs

of our domastic markets are not satisfied, this interast may be practically
reflected marely in increased profitability of export and not in the increase
of the export volume above the plan.

While planning the experiment the ministry followed the main objective

of methodical assurance for planning of the experiment in the ministry,
in the economic production units and in enterprises. The operations

of the Governmental Committee for Questions of Planned National Economic
Management, general regulations approved by the decision of the Presidium
and detailed instructions of the participating central organs were of
considerable help. Thus, the ministry was able to limit its supplementary
directives to specific instructions for the departments, for instance, on
labor and wages and a detailed working schedule. Activs and seminars in
which leading workers of enterprises and party and departmental officials
participated were organized in both economic production units.

In the application of the experiment the main task of the ministry was
the specification of tasks, limite and norms for the plan for

1978-1980, as stipulated by the regulations for the complex experiment.
The significance of those operations is evident from the application

of the principle of long-term validity, according to which specified
tasks, l1imits and norms may be changed by central organs as a rule

only within the framework of the stipulated allowances. Meanwhile,

the higherto method of planning has not applied some tasks and 1limits
which had to be newly defiued for needs of the experiment, such as the
quota of top-grade products, the quota of new products in the total
production volume and the quota of products with a high technical-economic
standard, i.e., top-grade products and technologically advanced products.
Another system of tasks and limits has been derived from indicators
still in general use; however, it must be computed and modified.

The specification of the 1978 plan, directives for the draft of the
proposal for the 1979 plan and for the 1980 plan based on the plan for
the Sixth Five-Year Plan were at the disposal of the sectors for
specification. However, appropriate tasks, limits and indicators had
to be retested in connection with five-year plan deviations from
implementation of the annual plan, most of all in terms of a higher
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rate of production dynamism and sale of products for the satisfaction

of urgent national economic needs. The required quantifications were
processed in deveral variants, whereby the prineiple was stipulated

that the general administration of the experimenting econonic production
units on the one hand and appropriate central organs, particularly the
state planning commission, federal finance ministry, federal ministry

of labor and social affairs, and the federal ministry for tachnological
and investment devalopment on the other hand would closely cooperate.
Collective discussions of these problems in the administrative commission
of the ministry proved effective; all the participating o« gans reached
there an agreement on the decisive part of the specification. The final
conference of the minister's advisory board which dealt with the proposal
for the specification could then focus on a very limited group of problems
which had not been fully resolved in the administrative comnission of the
ministry and particularly on the test of readiness of both economic
productisn units for implementation of the complex experiemnt. It may be
said that terms and rules of the complex experiment and the stipulated
coatents of the specification have been met successfully,

Whether in the area of methodical preparation and determination of
regulations or in the numerical specification of tasks, limits and nomms,

the quality of the completed works may not be evaluated before implementation,
analysis and assessment of the results achfieved.

The specification of the plan for 1978 through 1980 for the experimenting
economic production units in metallurgy and heavy engineering proceeds
consistently from general regulations approved by a decision of the
Presidium of the CSSR.

It contains tasks, limits and norms set progressively for individual
years of this 3-year period with the following important new factors:

In the production and marketing plan the total volume indicators of
production--gross value of the production and the production of goods--are
not a part of the specification. Volumes of production have been discussed
only with the experimenting econonic production units in the ministry's
administrative commissions, because some specified tasks and limits

were determined on the basis of production volumes. In this part of the
plan the basic obligatory task is the total volume of the so-called final
sales, {.e., the sum of deliveries for export, for domestic market and for
iavestments in wholesale prices. For compilation of the annual plan the
spacification makes positive allowances of 2to 3 percent. The volume of
deliveries for export to capitalist countries in wholesale prices, and

the volume of machinery and equipment delivered for construction

exceeding Kes 2 million of the budget costs were determined as special
items in this total delivery task.

Volumes of export in foreign prices are not specified; the efficiency of
export is determined by the lowest values of the differential indicator,
i.e., the ratio of foreign prices (FCO) to wholesale prices.

These values are set without allowances; it is expected that they will be
further specified in anaual plans according to the development of
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contractual prices; moraover, tasks concerning deliveries for export to
the soclalist countries as well as obligatory production and delivery
tasks of the centrally balanced items and development programs will

ba complemented in annual plans.

It has been said before that in both of the experimenting economic
production units the easential part of the productien program

consists of the finishing sectors of production, where the needs of the
consumers--manufacturers of machinery and equipment and suppliers of
investment units--have not been fully covered and supplementary import
which {8 frequently inefficient must be used, Therefore, social interest
is focused most of all on gradual reductiom of such inequalities rather
than on inereased deliveries for direct export, Experiences gained from
oxperimental assessment of the new factors of control under these
conditions will be a valuable contribution to its possible general
application.

In the area of the plan for production and sales a new factor appears
in the determination of quotas of new products in the total volume of
production, furthermore, of the quota of top-quality products in the
volume of the assessed products, and of the quota of products of a high
techndcal and economic standard in the volume of new products. For
instance, the quota of new products in the total volume of production
in the Sigma aconomic production unit was determined at the average
amount of 15 percent, with slight interannual progression, and in thc
Secondary Matallurgical Production economic production unit the quota of
products of high technical and economic standard in the volume of new
products was set at 15 percent for 1978, 30 percent for 1979 and 47
percent for 1980,

Fulf{llment of the planned structure of deliveries 1is one of the
conditions for creation of the development fund and, in the designated
scope, also for the volume of the incentive wage component. There is a
marked material interest in increase of the volume and efficiency of,
export by means of the newly established fund which may be used to
increase the resources for cultural and social needs, rewards and limited
investments. According to calculations made during the specifications,
if the planned preconditions are met this incentive will amount to Kes 6
to 7 million annually in the Secondary Metallurgical Production economic
production unit and to Kes 22 to 32 million annually in the Sigma economic
production unit.

The work schedule contains newly drafted methods of determining the volume
of wage means. The basic component which includes basic wages was
determined by a norm as a ratio of these wages to the output proper.
In agrecement with the planned rate of productivity of work and profitability
- of production, these ratios display a declining tendency in individual
years from 1978 to 1980, namely, in the Sigma economic production unit
fron 29.2 percent in 1978 to 25.01 perceat in 1980, and in the Secondary
Metallurgical Production economic production unit from 26.56 percent in
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1978 to 24,81 percent in 1980, In comparison with the hitherto-applied
quota of wage costs in receipts, this norm is characterized by roughly
twice the intensity of the incentives. The amount of the norm for
the 3-year pariod remains unchanged=-with an allowance of minus 0.2
to 0.4 percent., Anothar component of the planned wage volume is the

- incentive component corresponding to the planned volume of premiums,
rewards and share of economic results., It was determined for individual
years as an absolute sum, and in comparison with the hitherto fund of
rewards it appears conspicuously higher, since it contains all the premiums.
Moreover, for the 3-year period interannual workers' incentives with
allowance of minus 0.2 to 0.3 percent wera assigaed as obligation.

In the plan of investment construction a new category of the so-called
1imited investments has been introduced for construction up to Kes 2 million
of the budget costs and for machinery not included in the construction
budgat; the extent of limited investments was set indirectly by the

norms and regulations for creation of the development fund. The norm

for average allocation from profits for this fund amounts to

approximately 10 percent, with a declining tendency according to the

planned increase in profitability and creation of profits in individual
years. The nonn for the quota of limited investments financed from
depreciation fluctuates in individual years from 12 percent to 21 percent.
Both norms are defined for a long period with minus 0.5 to 1 percent
allowance. These norms are supplemented with guaranteed subsidies allocated
fron the ministry's centralized assets and with the share of limit
investments determined for guidance; the limit investments are financed

by a credit amounting to 30 percent.

- Marked changes in financial management of the experimenting economic
production units appeared in the modified structure of the obligatory
and guiding indicators of the financial plan.

Among the obligatory indicators of this plan, in addition to the norms
for the creation of funds, profitability of production funds which is
extremely important is specified progressively for the Secondary
Metallurgical Production economic production unit from 8.86 percent

to 10.46 percent and for the Sigma economic production unit from 9.02
percent to 13,37 percent for individual years from 1978 through 1980.

The development of these indicators determines the means of the incentive
complement of wages and the part allocated from profits for the
development fund.

In the selection of indicators and in material stimulation new factors

of planned management stem specifically from these examples of
specification of the plan for the experimenting economic production units.
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After completion of the specification for the plan for 1978 through

1980 and definition of conditions for the experiment, the center

of gravity for the activity of the ministry has been shifted to

continuous evaluation of the hitherto results. Conditions have been
created at the Federal Ministry of Metallurgy and Heavy Engineering

for systematic control of the activity of the experimenting economic
production units and for efficlent assistance during the period of testing
aefficiency and quality control.

Organizational provisions for implementation of the experiment cover
also the study and evaluation of its progress. Experts appointed

from appropriate professional sectors are in constant touch with

the economic production units, and in some instances even with
enterprises; a working group has been organized by the minister's
provision for the purposa of resolving methodical problems; the ministry's
administrative group on the level of deputy ministers and departmental
directors has the decisive authority. The tasks related to the
evaluation of the experiment in enterprises and economic production

units are exceptionally important and relevant. A comprehensive analysis
of economic results in itself is extremely challenging if its purpose

is to present an objective assessment of the positive and negative trends
and developments., Furthermore, the effact of individual tools of

control must be analyzed in the economic experiment.

The results of the experiment are determined at present primarily

in the oeconomic production units and enterprises. Since the fourth
quarter of 1977 the general administration of the Sigma economic
production unit in Olomouc and the Secondary Metallurgical Production
have been intensively engaged in its planning and application. Managing
and working organs were organized under the leadership of general and
professional directors; they are focusing on planning in detail the
system of management, on the one hand, and on informing in depth the
leading economists and political and professional workers in the
enterprises concerning principles and targets of the experiment and
on discussing main problems in collectives, on the other hand.

The first direction of operations resulted in appropriate organizational
and methodical measures along the managing axis, in the specification of
the 1978-1980 plan for enterprises in experiment conditions, and in the
compilation and presentative of the comprehensive plan; it continues
particularly in the intensified and improved activity of general
administrations as a result of general objectives and needs of the
experiment. For instance, increased efficiency in the managment

of technical drvelopment, intensification of the systematic approach to the
solution of p.oblems, greater differentiation in the method of rewards

on the basis of uniform fulfillment of tasks, and with a shift of the
center of gravity to indicators of quality are planned in the Secondary
Metallurgical Production economic production unit; a new rating system for
the gocialist competition of the economic production unit enterprises has
been developed.
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The Sigma general administration is intensifying and increasing the
efficlency of management in agreement with the objectives of the
experiment, while transition to the syndicated form of the economic
production unit organization is underway at the same time,

It is an exceptionally challenging task in terms of work to combine
both tasks within the same period; however, it is in agreement with
the conception of the position of economic ‘production units under
the conditions of the experiment.

Activs and seminars as well as coordinating conferences of the chairmen
of party organs, with the participation of the leading representatives

of the Government Committee for Questions of Planned Management, the
ministry, higher party organs and trade unions, provided information
about the adopted measures and assessed them collectively in both experi-
menting economic production units.

In conclusion it may be said that the appointed program of operations
connected with application of the complex experiment for control of
efficiency and quality in metallurgy and heavy engineering has been
launched thanks to political preparation and the initiative approach

of all participating organizations. The chosen path must continue
consistently in every direction., Its success will be determined primarily
by the workers' initiative approach to a higher technological standard,
quality and economic production and their adoption and implementation

of challenging tasks in the technical and economic development of the
experimenting organizations.

PHOTO CAPTIONS [photos not reproduced]

1. p 340. MEZ national enterprise in Mchelnice--Processing of
bundles. Photograph by B. Macak.

2. p 341, MEZ national enterprise in Mohelnice--Pressing shop of
stator and rotor plates and small parts. Photograph by
B. Macak.

3. p 343, MEZ national enterprise in Mohelnice--Shipping of finished
electric motors. Photograph by B. Macak.
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